
1. Looking Back on Fiscal Year 2018 (Second Year of Midterm Management Plan)

Looking back on fiscal year 2018, the second year of the 

current midterm management plan, turning first to busi-

ness performance, we achieved profit growth in line with 

the plan for both net business profit before credit costs and 

net income attributable to owners of the parent. This was 

due to steady growth in the fee businesses, including asset 

management, real estate and the stock transfer agency 

services business, in addition to improved profitability in 

the loan/investment related business owing to replacement 

of assets and control of funding costs. Both revenue and 

profit increased even after implementing further efforts to 

enhance financial soundness, including realization of U.S. 

treasury related unrealized loss and impairment of goodwill 

at subsidiaries. As a result, return on shareholders’ equity 

was 7.95%, nearing the level of 8% set as a medium-term 

target under the midterm management plan.

Sumitomo Mitsui Trust Holdings
Managing Executive Officer
Head of Finance

Hitoshi Sato

* Return on shareholders’ equity = [Net income attributable to owners of the parent / (FY-start total shareholders’ equity + FY-end shareholders’ equity) / 2] × 100

FY2017 
Actual

FY2018 
Actual FY2019 Plan Target KPIs

(Billions of yen) Plan Change from 
FY2017 Against plan

Profit targets

Net business profit 
before credit costs

270.5 280.0 282.2 +11.6 +2.2 290.0

Net income attributable to 
owners of the parent

153.9 175.0 173.8 +19.9 (1.1) 180.0

Profitability 
indicators

Fee income ratio 57.4% 57.1% (0.3%) — — Approx. 60%

Overhead ratio (OHR) 61.7% 61.1% 60.9% (0.8%) (0.2%) 60.8% Mid 50% level

Financial 
indicators

Shareholder ROE* 7.40% — 7.95% +0.55% — Approx. 8% 8% or more

Common equity Tier 1 ratio 11.33% — 12.18% +0.85% — — Approx. 10%
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Looking at each business separately, results fell short of 

the plan for investment management consulting, etc. amid 

an uncertain market environment, and there are areas 

where our efforts to strengthen the client base should be 

accelerated. If we look carefully, we can see that we need 

to step up our credit risk management, given the increase 

in new credit costs arising in the second half compared 

to the first due to worsening of credit of some borrow-

ers. However, considering credit risk as well as market risk 

overall, including share prices and interest rates, I believe 

our efforts to appropriately control downside risks are pro-

gressing steadily.

2. Outlook for Fiscal Year 2019

In the business environment for fiscal year 2019, there 

are growing concerns about an economic downturn mainly 

stemming from overseas factors such as U.S.-China trade 

friction and its increasing impact, as well as geopolitical 

risks in Europe and the Middle East. We need to continue 

to prepare ourselves for downside risks, including rapid 

changes in financial markets. In fiscal year 2019, while 

the pillars of our strategy remain unchanged, including 

strengthening the fee business and improving the profit-

ability of the credit portfolio as set out in the midterm 

management plan, we will work even more aggressively to 

further accelerate and enhance various measures.

We will also further bolster efforts to improve cost 

efficiency group-wide. At the same time, we will make 

IT-related upfront investments designed to produce 

cost reduction effects and enhance our client service 

capabilities in the future, based on diversified, selective 

investments. We will work to keep consolidated OHR 

at a low level by controlling total expenses and steadily 

growing the top-line through constant efforts to reduce 

general expenses.

With regard to performance in fiscal year 2019, we are 

planning gradual increases in both revenue and profit, 

with net business profit before credit costs of ¥290.0 bil-

lion and net income attributable to owners of the parent 

of ¥180.0 billion, and expecting return on shareholders’ 

equity (ROE) in the range of 8%. Although we are planning 

for ¥10.0 billion less in net business profit before credit 

costs compared to the midterm management plan primar-

ily due to an expected increase in total expenses owing 

to upfront investments in systems to reduce future costs, 

net income attributable to owners of the parent is in line 

with the midterm management plan level, reflecting profit 

secured through ongoing sales of strategic shareholdings.

3. Financial Agendas

I think that our biggest financial challenge is how to 

achieve high levels of financial soundness along with high 

profitability and capital efficiency.

International capital regulatory reforms agreed upon 

by the Basel Committee on Banking Supervision (finalized 

Basel III) at the end of 2017 will raise capital requirements 

for credit portfolios and strategic shareholdings. As one of 

the Domestic Systemically Important Banks (D-SIBs), and 

a trust banking group premised on long-term transactions 

with clients, I believe we need to strengthen our financial 

base even more by increasing capital and improving asset 

profitability. At the same time, we will strive to further solid-

ify our goal of shareholder ROE of 8% or more by steadily 

expanding the fee business and stepping up efforts to 

improve cost efficiency, while also working to reach our 

long-term target of 10% as early as possible. With the 

Group’s transaction base with its corporate and individual 

clients, and a sustainable growth model centered on vari-

ous fee businesses, I think it is fully possible to achieve 

both financial soundness and capital efficiency.
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As for strategic shareholdings, while we have hedged 

economic risk corresponding to approximately 80% of 

market capitalization of such shareholdings as of March 31, 

2019, we will strive to continuously reduce the balance of 

strategic shareholdings from the standpoint of capital effi-

ciency. In accordance with our reduction plan formulated 

in fiscal year 2016, “Aiming to cut the ratio of strategic 

shareholdings to Common Equity Tier 1 capital by 50% 

in approximately five years,” we decreased the ratio from 

42% to 31% over the past three years. With the under-

standing of our business partners, we aim to achieve our 

target of a 50% reduction over the remaining two years.

Stocks (Acquisition cost of stocks on a consolidated basis)

* Stocks (acquisition cost of stocks on a consolidated basis) ÷ Common Equity
Tier 1 capital (excluding valuation differences on available-for-sale securities)

Common Equity Tier 1 capital
(excluding valuation differences on available-for-sale securities)

Ratio of strategic shareholdings to Common Equity Tier 1 capital

1,636.4
1,809.1 1,944.6

694.5 630.4 598.9

31%35%
42%

(Billions of yen)

March 31,
2021 Plan

March 31,
2019 Actual

March 31,
2018 Actual

March 31,
2016 Actual

  Ratio of strategic shareholdings to Common Equity  
Tier 1 capital*
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4. Capital and Shareholder Return Policy

Our basic policy on capital and shareholder returns is 1) 

to set a goal of achieving both higher levels of adequacy 

and efficiency of capital, and to engage in capital manage-

ment that strikes the best balance between 2) investment 

in profit growth opportunities and 3) strengthening share-

holder returns in the medium term.

As for capital adequacy, we have set a target of steadily 

securing a Common Equity Tier 1 (CET1) ratio of approxi-

mately 10%. As of March 31, 2019, we have secured a 

CET1 ratio of 12.1%, exceeding our target. However, we 

believe that it will be necessary to accumulate further capi-

tal at this stage, given that our pro-forma CET1 ratio based 

on Finalized Basel III reform basis, which is expected to be 

phased in from March 31, 2022, would be 9% level.

However, considering the steady progress of the mid-

term management plan mentioned earlier, and our expec-

tations with regard to goal 1), we set a policy for fiscal 

year 2019 to achieve ahead of time a 40% total payout 

ratio, which is a medium-term target under the midterm 

management plan. We plan a dividend per share of ¥150, 

which is an increase of ¥10 per share for the second con-

secutive year, and will increase the amount of share repur-

chases compared to the previous fiscal year to a maximum 

of ¥16.0 billion.

5. In Conclusion

As stated in the Top Message, as Japan’s only financial 

group specialized in trust banking, I believe we can dem-

onstrate an outstanding presence in the financial sector in 

terms of our financial profile, including capital adequacy 

and efficiency, by establishing a more robust business 

model that is distinct from the commercial bank model.

We are also committed to further increasing manage-

ment transparency by strengthening our efforts to engage 

in dialogue with various stakeholders, including disclosure 

of financial as well as non-financial information such as 

corporate governance and ESG initiatives, and by engag-

ing in so-called shareholder relations (SR) activities.

Through these efforts, we will actively contribute to the 

Group’s value creation process from the standpoint of finance.

FY2018 Actual FY2019 Plan

Profit growth ¥173.8 billion ¥180.0 billion

Capital efficiency 7.95% Approximately 8%

Shareholder return 35.7% Approximately 40%

*  Profit growth: Net income attributable to owners of the parent 

Capital efficiency: Shareholder ROE 

Shareholder return: Total payout ratio

Approx. 40%

35.7
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